This paper mainly investigated the effect of Chinese system of fiscal decentralization on the environmental investment. Being different from the previous studies that believed fiscal decentralization would inhibit the environmental investment, this paper believed that the fiscal decentralization both had a substitution effect and an income effect on the environmental investment, there was a U-type relationship between the both. Thus, a fiscal system reform has to be done, and more than anything else, the transfer payment from the exchequer to the less developed areas needs to be enhanced to solve the environmental issue of the less developed areas.
Introduction
The literatures studying the effect of fiscal decentralization on the environment treatment usually share a common issue, that is, no agreement has been reached as to the mechanism of action of the effect of fiscal decentralization on the environment treatment. Zhang Xinyi (2014) referred to this process of conduction as "black box", and tried to explain it from three perspectives which were structure of fiscal expenditure, central transfer payment intensity and choice of local industry policies [1] . This paper took the environmental investment as a variable being explained, from the perspective of investigating the effect of fiscal decentralization on the environmental investment, this paper investigated its effect on the environment treatment.
The environment treatment investment fund of a place was mainly originated from the governmental financial investment, enterprise investment, investment of environmental protective commonweal organization and so on, among which governmental financial investment played a leading role. It is thus clear that the fiscal decentralization system had a direct influence on the local environmental investment, the economic incentive and political incentive under the system of fiscal decentralization made the local government expenditure to be partial to the economical public goods (Fu Yong, 2010) [2] , most of the scholars also believed that fiscal decentralization had a negative influence on the environmental quality (Yang Ruilong, 2007) [3] .
Besides, there are a few scholars believing that the regions having a high percentage of fiscal decentralization were able to provide a better financial support and technical conditions for environment treatment (Tan Zhixiong and Zhang Yangyang, 2015) [4] , which is contrary to the previous findings. It showed that the environment EKC curve did exist in China, but what was in a U-type relationship with environmental pollution investment might be the local finance capability rather than per capita GDP. Li Meng (2009) corrected the environmental Kuznets Hypothesis by including the fiscal decentralization into model, and demonstrated that the environmental pollution degree was in an inverted U-shaped relation with local finance capability through the empirical study [5] . From the perspective of the current academic community's definition of fiscal decentralization and index construction, the magnitude of fiscal decentralization mirrors the fiscal capacity and fiscal freedom of a place. This paper believes that when the degree of fiscal decentralization is low, the local government will reduce the environmental treatment investment due to the bias in the structure of fiscal expenditure, when the degree of fiscal decentralization is high, fiscal decentralization can provide a fund guarantee for environmental treatment investment. It is in a U-shaped relation with the amount of environmental treatment investment.
Empirical Test

Model Setup
This paper took the local government's environmental investment as a variable being explained and the degree of fiscal decentralization as an explanatory variable. The quadratic term of fiscal decentralization has been included into the model in order to test whether the fiscal decentralization is in a U-shaped relation with the environmental investment, and the first order lag term of environmental investment was introduced as an explanatory variable, the dynamic panel model has been used for estimation, the basic form of the model is as follows: 
Selection of Variable and Sample
In this paper, we select the provincial panel data of 1997-2013 in China as a sample, because this paper focuses on the impact of the fiscal decentralization between central government and province on the investment of environmental governance. The provincial panel data from 1997 to 2013 was used for empirical test in this paper, the Tibet region was culled, Chongqing was taken as a single cross-section sample. Before the estimation is made, it is necessary to explain the variable selection, data source and processing. In addition to the variable being explained and explanatory variable, the selection of control variable includes the economic development level, industrial structure, intensity of competition between governments, degree of opening to the outside world and population density.
As to the environmental investment of variable being explained, the amount of investment for treating the industrial wastewater, the amount of investment for treating the industrial waste gas and the amount of investment for treating the industrial solid wastes in various regions over the years were taken as variable being explained and a robustness test has been done to one another, to eliminate the endogenous effect of the economic development level, the ratio of amount of investment for treating the environment to GDP was taken as a variable being explained.
The budgetary fiscal expenditure at the provincial corresponding level/budgetary fiscal expenditure at the central corresponding level was taken as the degree of fiscal decentralization, the industrial added value in each province over the years was taken as the economic development level, the secondary industry-tertiary industry ratio was taken as the industrial structure, the proportion in national FDI accounted for by provincial FDI in that very year was taken as the intensity of competition between governments, the proportion in local GDP accounted for by total export-import volume was taken as the degree of opening to the outside world, the provincial area divided by the provincial permanent resident population at the end of a year was taken as the population density. The above data was mainly originated from China Statistical Yearbook, China Environment Yearbook, Almanac of China's Population, Finance Yearbook of China.
Before the regression is done, it is necessary to examine the distribution of each variable and its abnormal value. The feature of sample value of above-mentioned variables being explained, explanatory variables and control variables that have been established was described as follows ( Table 1) .
Empirical Result
By the use of above-mentioned model, the system generalized method of moment was used for estimation, the investment for treating the industrial waste gas/GDP, investment for treating the industrial waste water /GDP and investment for treating the industrial solid wastes /GDP were taken as variable being explained for robustness test, of which the regression result of two step method was as follows.
It can be seen from the regression result that ( Table 2) , the coefficients of variables of quadratic term of degree of fiscal decentralization were all positive, all the model coefficients were significant except for the one when the investment for treating the industrial solid wastes was taken as the variable being explained, indicating that, the estimating result was steady and dependable, in other words, the degree of fiscal decentralization was in a U-shaped relation with the environmental investment amount, the region having a low degree of fiscal decentralization will ignore the environmental problems due to financial budget constraint, while the region having a high degree of fiscal decentralization will provide a fund guarantee for environmental treatment, which is an extension of EKC curve. This conclusion was similar to that of Zhang Zhenyu and Zhu Pingfang (2010) [6] , they believe that local environmental spending grows by fiscal accumulation on medium-low levers up to some higher threshold level where the spending starts to be fueled by strategic competition with neighboring municipalities.
Conclusion and Suggestion
This paper investigated the effect of fiscal decentralization on the environmental investment in China by the use of provincial panel data for empirical test; we believed that the degree of fiscal decentralization was in a Ushaped relation with environmental investment. The fiscal decentralization both had a substitution effect and an income effect on the environmental investment. When the fiscal capacity is weak, the substitution effect plays a leading role, fiscal decentralization will make the local governmental expenditure have a structural bias which in turn will inhibit the environmental investment; when the fiscal capacity is strong, the income effect plays a leading role, fiscal decentralization can provide a fund support for environmental investment. Thus, a fiscal system reform has to be sped up, and the transfer payment from the exchequer to the less developed areas needs to be enhanced to enable the fiscal decentralization system in the less developed areas to exert an "income effect".
